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NOTICE 88-80

LOW-INCOME HOUSING TAX CREDIT -- DETERMINATION OF INCOME FOR
PURPOSES
OF SECTION 42(g)(1)

July 25, 1988

The purpose of this Notice is to inform taxpayers that regulations to be issued under
section 42(g)(1) of the Internal Revenue Code of 1986 (the 'Code’) (relating to the determination
of aqualified low-income housing project) will provide that the income of individuals and area
median gross income (adjusted for family size) are to be made in a manner consistent with the
determination of annual income and the estimates for median family income under section 8 of
the United States Housing Act of 1937 (H.U.D. section 8).

For purposes of H.U.D. section 8, annual income is defined under 24 CFR 813.106
(1987). HUD section 8 median family income estimates (i.e., area median gross income
estimates) are based on decennial Census data updated with bureau of the Census P-60 income
data and Department of Commerce County Business Patterns employment and earnings data.
The determination of annual income and median family income estimates are based on
definitions of income that include some items of income that are not included in ataxpayer’s
gross income for purposes of computing Federal Income Tax liability. Thus, the income of
individuals and area median gross income (adjusted for family size) for purposes of section
42(g)(1) of the Code will NOT be made by reference to items of income used in determining
gross income for purposes of computing Federal Income Tax liability.

This document serves as an ‘administrative pronouncement’ as that term is described in
section 1.661-3(b)(2) of the Income Tax Regulations and may be relied upon to the same extent
as arevenue ruling or revenue procedure.

The principal author of this Notice is Christopher J. Wilson of the Legislation and
Regulations Division. For further information regarding this Notice contact Mr. Wilson on (202)
566-4336 (not atoll-free call).
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